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MEMO TO FILE

Prepared by: M. Majoros

Date: 9/3/93
Re: AT&T Price Restructure

During our meeting yesterday concerning MIM-10, i.e. generic
upgrades, D. Craig discovered a copy of what appears to be a slide
presentation given to BellSouth by AT&T concerning a price
restructure which took place in April 1990. The presentation
appeared to demonstrate that AT&Ts price restructure was basically
retaining total cost but shifting cost from expenke to capital,
i.e. from software to hardware. The presentation cited to
BellSouth concerns such as: .

BellSouth Issues

° Expense budget tightly constrained.

o Profit regulation based on capital investment.

o FCC tightaned accounting rules 1/1/88 to reguire
expensing of all RTU fees.

o SESS allocates too much of its cost to BellSouths
marketing most competitive customers.
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- Southern Bell Telephone & Telegraph Co.
Georgia Public Service Camtission Audit
Audit Request #21
Item No. 118A
Page 1 of 1

REQUEST: Provide all correspandence associztad with the ATET price
mtnrtbemnandsom.
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BellSouth Services

Mr. F. §. Topor
Vice President - Network Systems Sales Ttem 118
AT&T Network Systems

475 South Street
Morristown, New Jersey 07962-13576

|

1
laf 0

§

Dear Mr. Topor:

SESS growth costs have been a major topic of discussion between
BellSouth and the AT&T Southern Region for some time. 3Iour

current pricing strategy appears to be to offer a very
competitive price for a new switch but results in pricing as much

as 316% above new costs for additions.

Of equal importance is our concern with AT&T's feature software
pricing policy. We believe that your pricing for feature
software is unacceptably high. This conclusion is based on the

following observations:

1) Features on the 5ESS have been found to cost frequently up to
two to three times as much as similar features on the 1AESS.

2) Features on the SESS nearly always cost more than similar
features on other vendors' switches. a

3) Feature software pricing is often higher than our Lines of
Business organization finds acceptable for competitively
marketing services in BellSouth.

One key element appears to be per Switching Module pricing of
software. This policy tends to drive not only scftware, but
overall growth costs as well, above reasonable levels. Although
our current contract with AT&T provides for capping of some
software at 35 Switching Modules, we feel that this does not even
begin to address the issue. We believe that all scftware in the
SE5S should be capped at 10 Switching Modules.

We ask your assistance in addressing these issues. AT&T has a

very .good product in the SESS. We don't want to see economics
hinder our ability to continue deployment of the 5ESS.

Sin?r/ iy,
an f/M L

Executive Vice President- Vice President-
Marketing, Network Procurement, Property and
and Planning Services Management
Appendix F - 4 - -
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Item 118
Attachment 1
CONCURRENCE BEFORE SIGNATURE Page 2 of 10

NOVEMBER 1989 LETTER ON SESS GROWTH COSTS AND SOFTWARE PRICING
POLICIES. :

TO: Mr. F. S. Topor
Vice President
AT&T Network Systems

FROM: Mr. J. A. Drummond
Executive Vice President

BellSouth Services

G YE il

Operations Manager-
Services Procursnent

Operations
COE Product

TAssistant Vice President-
Procurement, Product Planning
and Contracting

r
enz7£ngz;eering Support

e W

Assisfant Vice President- Vice Prestdent-
Network Provisioning Procurement, Property and
| Services Management

e
Vice qujident-
Network Strategic Planning
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/ ot Item 118

Page 3 of 1p

= ANT
= Network Sysiems

£ & Topor” Woser Elece® proay—;
473 S50t Suree:

Vvics Fresiaen:
Nerworx Sysiems Saiey Morown. NJ 07962
L 1420

Februazy 8, 1990

MR. C. S§. BOREN

Vvice Presidenz - Procurement,
Property and Services Managsment
BellSouth Services

4515~-675 West Peacthiree Street, N.EI.

tlanta, Gecorgia 3037%

Dear Mr. Boren:

We wish to apologize for the delay in answering your
November letzer concerning SESS(R) Switch prices, but we
wanted te have a positive Tepiy To yous concerns and it has
taken gince then tO convert your conments and suggestions

intoc an ac:zion plan.

1989 proved to be a productive year for enhancing the
BellSouth/ATaT Netwerk Systems relaticnship. We both new
have & betzer understanding ©f each others needs and
desices in cthe area of switsching products. On January |,
our two ccmpanies implemenced a2 new contract for the
purchese cf the 5ZSS Switsn. In that contract ATET
responded to BellSouth's well documented concerns aboutz the
5ZSS Swiizsn's competitive positicn on first costs mainly
focusing on cthe forthcoming lAESS(tm) Switch replacemenss.
Our two staffs are cucrently working tc expand that:
contract for 1950 to include an increased commiiment in
exchange for certain considerations desized by BellSouc::.

Ouz Switshing Pooduct Managemen:t hes listaned to the mary
concerns 3ellSouth has expressecd about 35ZSS Switch growth
prices and sofrtwac-e price concepts and we would liku t2
cfier & new SESS price structure as a parz of our 1981
Commitmen: Contzac:. Assuming that the level cf business
in 1991 is similar to our previcus levels of business, we
excect O provice BellScuth with the new SISS price
structure {or crders Ceceived after July 1, 1990 anc
shipping in 1991, with aazictional changes schecduled i :ths
SE7 generic prog-am time f-ane.

Some major aspects 0f this rescructuse wnich we feel will
ea3qress ycour coihcern apout IISS Swilsh growth cOst are:

l. We have acTercted BellScuth's suggestion and we wiol
have a cap Iox base jeneric scftware at l0 Switcdh

Modulaese.
iy,




. Item 118
Attachment 3
Page 4 of 10

*3

MR, C. S. BOREN

2. BRCS will be repackaged into groups of featuzes more
fn line with BellSouth‘'s needs with very atilactlive

Ticing.

3. we will begin to move from per Switch Module pricing
N to per Line or per Switch for new software features
beginning in the 1992 time frame (5SE7), sall,
scftware prices for a typical new office or switch
module growth will decreass.

4. Our BellSouth list hardware prices will be csaligned
to better match growth patterns (il.e., the Switch
Module prices will decrease ancd the anslog Line Uni:
and cards will increase.) The total hasdware prices
for a typical fully equipped Switcsh Module will
incoease but the scftwase will decrease.

S. The mix between capital and expense dollacz prices for
a SESS Switch will change with expense deccesasing and
capital increasing, but the average botiom line switch
system price will remain consistent with the previous

SESS pzice plan.

Scme details abocut this restzucsure have not been completed
at this time, but Al Basey and I are willing to discuss
these changes with you when we meet on Febzuary 15 and 16.
1950, to present the CO 2000 Story. Also, Joe Mauriellc
will be Tequesting a meeting with BellSouth Purchasing in
March to present the lete price restoucture plan. I
know you will find i:qsgﬁﬁ'fatistactory.

We have also made excellent progress this year in the ares
of SESS features. BellSouth’'s creation of cne unified list
0f desized features has helped us greatly in cleazly
focusing en BellScuth's most important scfiware needs. We
¢>ccmplo:-ly understancd yous concerns about the effect thaz

the price of our features have in regard to your ebility to
generate tariffs that are within the range ¢f your
customers willingness to pey. We have suggested that an
indication in some manner of the customers willingness =2
pay ©r a target sof:tware cost element input to the tarifl
would be a valuable additisn to the BellSouth fsatuce
prioczity list. Also, we continue to be intecested in
working with you to evaluate and implement & way to take

acvantage of revenue sharing.

The compazison of the 5ESS feature scfitware prices to tie
lAESS Switch and to other vendor’'s prices is most difflzulc
to reconcile. We attemp: to price SESS feastures based

on their development costs and their value adced.

Other vendors may have an entirely different philoscophy.

ey



) Item 118
Attactment 31
¥R, &. 8. BORIN 3. Page 5 of 19

The prising cf IABSS festuces wes set many years .§°
under ¢ diffezent price polisy which has set precedents
thas aze dilficuls to change 4z thin stage of the lAESE
Bwitgh 1ile i, The dilference in 88 and 5I88
switch technology and life cycle stags slso sffest soltwise

prising.

We have been addressing this cocacesn ang you may have
noticed secently shas new feaszucss developed in deth lALSS
and 5388 aze poised mese consistantly gnd we frequently
cffez a Duy cut pzice that covess both LADSS and 3B8E.

We consider the 8388 fwiteh s2 be a premlier product
designed for the 90's that will sarsy our oustomers well
ints the 21st century wish EONIT, Broadband and Photanic
capanilities. OQur switsh has significant edded valus nzt
found in any compstitive product and we belisve shat she
alighsly highes price (5 & fais retusn £o5- the i{ncseased
benelits available o Bellfouth by lts lmplementasisn inte
your neswozk.

Lat me assuTs you again thas Joe Maurisllo and his atald
have made me and ths entize gwisching Produc: Nanagsnment
Ozgenisation very awases of the concezns veiced in yeus
Tecent lstter as well as yous previsus lettecs on tke
avallability and costs of 3388 specisl Seaturss. ATET
Network Systems wants o be Jelllouth’'s majer switeh vendes
and wve will remain price compesitive sensidszing our added
valus. We acs confldent that cur diffezences can be
fesclved to oSur mutual sasisfaction. I leok fozwasd o
;c::oanll! dlscussing this lstue with you when ws nset or
ebruasy 15 and 16,

liacc:;;;%7 //4%/
Letzez 22

C. 8. Boren - BellScuzh gecvises, Atlanta
J. A, Druzmend - BellSoush Bervices, Atlanca
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Item 118

Attacitment 1
Page 6 of 10
== ATal
== Network Systems
6701 Roswes Roaa. N E
J. M. Mauneiio Apanta. GA X328
Regionat ‘I"‘ Presaent 404 $73-7000
(Soutnem)

June 12, 1950

Vv

m- c- So m" m m i Q"AO....
Infocz=ation Resaxces & Techralogy Plarming Ce -
BellSarth Services

4515 Ssauthern Bell Cemter

675 W. Peacxt—ee St., NE

Atlarrca, G& 30375

Re: Amomcement of SSSS(R) Switsh Price Res—uc=xe Flan

Dear Mr. Eren:

ATET Nemxrk Systams - Swithing Division is pleasad to armource a
change in the Pricing Sttuctme for the SESS Swith. In recent
meetings with your staff ard cther BellScuth arganizaticns, we have
providad irgdepoh infomation oan this restucsre, ard we bave shag
mmmmmmmmmtymw,
=ce, arxd crder new growth 5ESS Switch pmchases. These meetinss
were plamed in advance of this fomml amarcement €0 oxote
betser coxmmication ard urderstardding,

The P=ce Restococore FPlan incswerates ssverzl charges desicned ©
a&mmcmdbyya:mzﬂmm

creanizationg in the was of bxiqeting, loxy tarm plarming, and new
sezvice intr=iuotion, The result will be ¢ izmoove the SESS Switsh
pothzse process ars ultimately imove your prodoet axd sarvice

c2fering rofit zargins.

Based on irput &= yar por=hasing axd netazik plarning arganiza-
—ons, the price restTicte plan inclixies for elements:

) e l The Price
Restoocmme Plan charres the ot @f dollars spent an has@ase
creents versus saftiare RIU faes, allowing latitxde with

with yor anstuction bxdget, ard is aioed at moviding oore

Sextle sperciing.

Scfsare fee will no lorcer be mriced o a per-switzuing mxdule
tasis. One base scfTare fee will be charged affice
™is per gffice fee is based cn an affice sgized at ten SWitIhing
Mxules. Offices with less than ten SMs will be charged proparoor

E

-
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be charged any addits
at:ﬂ:ﬂqmg&&mﬁ,uﬂmﬁm
mmwmmmm
Realigpment of SZSS Switoh ERCS Offerings. The robust set of 3£SS
;ur==1aacscgzt:kgsaut now realicned imto three packages

f=r the BRCS Cerroex (ESSX) package. Fimally, pricong foz the thee
ERCS pacikaces will now be en a per line besis, providing mscom
fexchility © inToxixe new sexvices.

sofoare price nix, anxd resadkedging ths ERCSS Offerings results in
the nead for fewer rTice adjustoents to determine the betoo-iine
ice for a SESS Switch, These charres will simplify switch
xxieling, ard will mke yoor pretase procecires easier.

cxr goal is to incorporate your xdget and plaming issuss imto the
starpiard price mxiels, arxd zove the SESS Switsh plan ints alissment
with your cozent ard futre switsh pochase plars, The Price
Restuctore Plan is not a general price inccease, ad bottom-line
ices will geneally remain the same.

The Px=ce ResttuctTyhe Flan takss effect in & sters, oy Jamary 1, -~
1950, arxd with the imto=dduction of the 527 Gener=c (4Q91). ALl

c—ert oTacss rEmin imtact ard will not be affectad by the new
plan.

As wa bagin discossions aboat the 1991-1992 comt~acs, tha SESS
Switsh Price ResTuocte is tinmely ard provides a resgensive
cmerstone = BellSauth's needs.

J. A. Dme==xerd -
W. M. Fergusen - Sazzh Cerrt—al Bell, Bizwirghamm

G. Gicvarmi
R. K snelling
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Item 118
FSIP: 387.01v0 Attachment 1
Page 8 of 10

2ECEIVED ur

July 20, 1990

MEMORANDUM

TO: W. D. Sweet, Operations Manager - Product Manager
and Contracting (BSS)

FROM: H. H. Puckhaber, Operations Manager = Network
Program Planning (SBT)

RE: 1991 AT&T S5ESS Digital Switch Contract

The Southern Bell area planners have discovered some
disturbing information from the new edition of SEDOPS, the
AT&T Ordering and Pricing system. Essentially, it appears
that hardware pricing, thus capital associated expenditures,
have increased dramatically. Since SEDOPS is a national .
tool, BellSouth discounts are not included. Our prices,
therefore, might not be subject to the apparent adverse
increases when we agree to the 1991 contract.

Our concern is that AT&T may be reacting inappropriately to
the concerns expressed concerning software pr;czng, and that
. their pricing may be shifting mcney from software to

hardware. While we are attempting to have software priced
more economically, it must not be done by increasing hardware

costs.

As soon as you have a specific information on the new 1991
discount structure, we would appreciate your analysis cf the
apparent increases in SEDOPS.

Questions may be referTed en Parker at 529-0522.

cc: S. A. Mulcahy, E. W. Stevens, W. N. Ware, Area Planners

Appendix F - 11



Item 118
Page 9 of 1p

August 23, 1990 /;/2" M

To: E. M. Zier
Operations ger
COE Produ and Services

Fronm: W. D. Sveet
Operations Manager
Procurement, Product Planning and Contracting

Subject: SESS™ contract

We zre in complete agreement with your memo of August 7, and are
very aware of the problems associated with the absence of an
arrangement for 1991 business, not only with AT&T but NIT and

Stromberg Carlson as well.

As stated in your memo, Procurement did not receive ATET's
complete proposal until July 18, 1990. We have already negotiated

improvements to the original proposal, however, should we accept
their proposal as it stands today BellSouth would experience a
price increase, additional commitment requirements, and new
restrictions in our business arrangements with ATET.

It is our understanding AT&T is providing Firm Price Quotes on
initial jobs and growth jobs of 3 switch modules or greater
during this period. The remainder of the jobs must be estimated

as stated in your memo.

I do not understand Mr. Hester's closing statement. The current
agresement covers 1989 and 1990. There was no period of time this
Year when we were without a contract.

Please be assursd we will finalize the best cbtainable agreenment
at the earliest possible date with AT:ET.

If there are any questions please contact me or Steve Manion at
420-2140 or 0-2389, respectively.

s



BellSouth Services

January 4, 1991

Item 118
Attachment 1
Page 10 of 10

Mr. R. C. Barper
Contract Negotiations Manager .

AT&T Network Systems
6701 Roswell Road, N. E.
Atlanta, GA 30328

Dear Bob:

In response to your verbal request, BellSouth anticipates
accepting AT&T's revised 5ESS(R) Switch Contract Proposal for
1991, Qated October 30, 1990. Our intent is to accept the'’
proposal, at commitment level 3, along with the subsequent
modifications that have been agreed to, such as the 14.5% growth
discount, the digital line adjustment, 1A processor trade-in,
etc. Our acceptance is contingent upon satisfactory resolution
of, but not limited to, the following issues:

.

1. Continuation of SEDOPS at no charge.

2. Plug~-in repair costs.

3. Modification of features included in the Core Package
Software *

We appreciate ATiT's diligence in working towards completion of
the final 1991 Agreement. Please contact me on 420-6052, if you
should have any gQuestions or comments.

Singerely,

Veronne H. Williams
Senior Contract Manager

Copy to: W. D. Sweet
S. P. Manion
M. E. Ward

Appendix F - 13
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Southern Bell Telephone & Telegraph Co.
Georgia Public Service Commission Audit
Audit Request 21

Item No. 1188

Page L of 1

REQUEST: Why did BellSouth request ATEI address the faollowing issues:

1. 5ESS growth costs, and
2. ATET’s pricing of feature software.

RESKOMSE: 1. Growth costs refer to dellars spent adding lines, tounks,
software uwpgrades, and new software features to SESS®
digital switches embedded in our nestuwork.

replacement provides the necessary cost coptairment an the
nwinitial first cost". Once the switch is.in the network,
growth requirements can anly be provided by the criginal

euipment mamufacturer and no cmpetition exists.

Althongh the switch selection decision is Mased an overzll
"life cycle cost" BellScuth comtimnously strives to reduce
the gxowth costs associztad with switching equipment.

[ 3

2. As stxted above, BellSouth was striving to reduce growth
costs. Software RIU Fees are a major part of growth
costs. ATEI’s method of pricing (per switch mocdule) for
pany featires in the resultad in Nigher RIU fees
than similar features deployed in other tschnclogies in the
detwork.

INFORMATION PROVIIED BY: Frances Demmis

675 West Peachtree St.
Atlanta, G 30375
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Southern Bell Telepbome & Telegraph Co.
Georgia Public Service Commissicn Audit
Audit Request #21

Item No. 113C

Page 1l of 1

REQUEST: nunmmwymmczm'sm,
please explain the effects and implicaticons an Southern Bell’s
ratepayers and unregqulated services.

RESEONSE: Even though this is a hypothetical questicn, the Company will
attempt to answer it in order to be respapsive. The Campany was
requesting these pricing changes in arxder to comtzol growth
costs and help maintain stable rates. Any price changes in
switch investment or related software would be reflected in
future cost studies. However, changes in any single cost
mm:mldmtmnlymtmanywthepneecf
individual services.

INFORMATION PROVIDED BY: Frances Dennis
Cperaticns Manager
675 West Peachtree St.
Atlanta, GA 30375
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REQUEST: What &id ATST ultimately do to meet BellScuth’s request?

1.

Southern Bell Telephone & Telegraph Co.
Georgia Public Service Commission Audit
Audit Request #21

Item No. 118D

Page 1 of 1

-

Explain the method ATET used to resclve the paints at
issue.

this rescluticn an Scuthern Bell’s ratepayers and
wregulated services using an actual example.

Altbough BellScuth cannot answer for ATET, the Corpany will
attempt to summarize the process which occurred. As part
of the typical procurement process, BellSocuth’s November
1989 letter cn SESS® gzowth costs was the begimning of a

m'sms“mmmemmlmm
and vas not unique to BellSouth. Furthemmore, ATET’S price
restructure anly impacted 2 small subset of list prices.
The negotiations referred to above were BellSouth’s efforhs
to cbtain the best contract on SESS® hardware and
software. This included an attempt to maxrimize discounts
off ATET’s list prices based upon BellSouth’s business
valume.

The culmination of this negotiation process was an

The ATET SESS® Price Restructure cnly affectad the LIST
PRICE of a small subset of items normally crdered an growth
jobs. BHowever, as discussed in # 1 above, the resulting
negutiations did result in an increased discount off list
pice for BellSouth.

It is not practical to provide an actual representative
example since each individual growth jab bas unique
software/hardware requirements. However, in an attempt to
be responsive, see the response to Item 118C for additicnal
discussian.

DFCRMATION PROVIDED BY: Frances Demnis

Operations Manager
675 West Peachtree St.
Atlanta, GA 3037%
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sqxthamBell're.lephomaTelegnphm.
Gecrgia Public Service Commission Audit
Audit Request 3221

Item No. 11BE

Page 1 of 1

REQUEST: Provide a ccuplete explanation of SE7 and a list of offices
where it is installed.

RESFONSE: Software Release SE7 is a designation used Dy ATET to identify a
particular generic upgrade. Release SE6 would indicate the
previcus vpgrade and Release SE8 would be the desigmation for
the pext upgrade. ATET traditicmally rolls out cne upgrade per
year. An analogy for a software release upgrade in a2 central
office would be IO0T0S 123 or WORDPERFECT upgrades in a Persconal
Cxxputer. EBach upgrade provides new or izproved features and
functionality in addition to corrections identified in the
previous release.

Georgia bas thirty three (33) SESS® Host/Standalone Central

IDNFORMATION PROVIDED BY: Frances Demnis
Operaticns Manager
675 West Peachtree St.
Atlanta, GA 30375
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Scuthern Bell Telephone & Telegraph Co.
Georgia Public Service Commission Audit
Audit Request #21

Item No. 118F

Page 1 of 1

REQUEST: A February 8, 1990 letter to Mr. C. S. Borem, V.P.-Frocurement,
Property and Sexrvices BSS frmm J. S. Topor V.P. ATET Netwark
Systams Sales memticns the concept of "revenue sharing."

1.

2.

Please explain the concept of revemue sharing as used in
this letter.

Explain BellSouth’s response to ATET’S proposal o

Although BellSouth camnot answer for ATET, the Company will
attempt to answer the questicn in arder to be respamsive.
Basad upcn the Company’s interpretation of ATET’S inmtent,
we believe this ATST proposal was refer—ing to scme kind of
deferred payment schedule for software Right To Use
feas besed Upan BellSouth’s market penetraticn.

Bellsouth did not purSue any type of revemne sharing with
ATRY. Itisnens::uth'spalicymmfurﬁgntmug.e
fees prior to deployment of any features in the network.

Bellsouth &id not pursus revenne sharing with ATET.
agreement with ATET for switching equipment.

INFORMATION PROVIIED BY: Frances Demnis

Operaticns Manager
675 West Peachtree St.
Atlanta, GA 30375
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Southern Bell Telephone & Telegraph Co.
Geargia Public Service Cammission Audit
audit Request $21

Itsm No. 118G

Page 1 of 2

REQUEST: Regarding 2/8/90 letter to Mr. C. S. Boren from Topas.

1.

4.

6.

Please explain the following statement In that comtract
ATET responded to BellSouth’s well documented concerns
about the SESS Switches competitive position an first
costs, mainly focusing an the forthooming IAESS (tm) Switch
replacement.'?

Plesse idantify the “certain comsideraticns' discussed in
the last sentence ¢f the seccnd paragraph an page 1.

Please explain the following statement 2. ERCS will be
repackaged into groups of features more in line with
BellSouth’s needs with very attractive pricing.

Please provids a copy and explamation of BellsSouth’s
mmified list of desired features" (page 2).

Please explzin the following statsment:

Ve campletely understand your concerns about the effect
that the price of our features have in regard to our
akhlity to geberate tariffs that are within the rande
af your custocmers villingness to pay.

Plemse provide all "previcus letters aon the availahility
and costs of SESS special features” discussed on page 3.

Although BellSouth can pot answer for ATET, the Company
will attampt to answer the questicn in arder to be
responsive. Based upcn the Company’s interpretation of
ATET’s intent, we believe that ATET was referTing to
Bellsouth’s concerns about the competitiveness of the
initial cost of the SESS® switch as it replaced the 1ESS
switch.

Although Bellsouthk can not answer for ATET, the Cmpany
will attempt to answer the question in order to be
responsive. Based upon the Company’s imterpretation of
ATET’S statement, we believe it refers to additionpal
discounts requested by BellSouth (cemsiderations) in return
for an increased commitment of business to ATET.

At this time, Business Residential Custom Services (BRCS)
was offered cnly in packages (groupings of individual
features). ATET’S statement refers to the regrouping of
these pacikages intc smaller packages and in some cases
individual featxre offerings. This allowed BellSouth to
purchase smaller paciages more in line with its needs.
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4. Although BellSouth can not answer for ATRT, the Company
will attempt to answer the questicn in arder to be
respopsive. Based Upcn the Company’s imterpretation of
ATET’s reference, Attachment 2 will show a 'umified list of
desired feaztures". This information will be made zvailable
for review at a mutually agresable time and place. The
list is a camprehensive feature priarity list for the
SESS® and 1AFSS switches. These lists were develcped to
help cammmicate our feature development requirements and
porities to mxjor vendors such as ATET.

S. Although BellScuth can not answer for AT:ET, the Carpany
will attempt to answer the question in arder to be
respansive. Based upon the Company’s interpretaticn of
ATET’s statement, we believe ATET was stating that they

that the cost to deploy scme features in the
could cause our tariffs to be higher than our

customer’s willingness to pay.

6. BellScuth Procurwment is unaware of “previcus letters” from
Mr. to ATET addressing availability and costs of
special fsxtures. BellScuth’s concerns with *
respect t© high growth costs inclnding software features
bas beern expressed to ATET in many different foxums (eg.,
Deetings, contTact negotiations, ets.).
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BellSouth Services

675 Wes! Peacnites Street, N.E.

D. W. Jones Altanta, Georgia 30375
AgSiSIant Vice Presioent 404 §29-0815
Network Planming

August 264, 1989

)

Mr. J. R. Griser

Sales Director - Switching
AT&T Network Systems

300 Chase Park South
Birmingham, Alabama 35244

Dear Mr. Griser:
Development of timely, cost effective scftware for our network

switches is :ézg53gg_;npgzggn;g_ggzgfglsnnah. At divestiture,
BellSouth fo an interdepartmen intercompany Switch Feature
Evaluztion Committee (SFEC) whose only purpose was to establish
priorities for vendor software development. Until now, the SFEC
only set priorities for miscellanecus central office features and
for features requiring relatively small development effort.
Priorities for features reguiring large develcpment efforts such
as Integrated Services Digital Network (ISDN), Common Channel
Signaling (CCS7), and Custom Local Area Signaling Service (CLASS)
were set by individual project teams. These feature priorities
were conveyed to AT&T separately in meetings and various.
correspondence.

In cur regularly scheduled Novenber 1988 meeting between the
BellSouth SFEC and AT&T Network Systems, the need for a single
priority feature list was recognized. Following that meeting, the
SFEC began the process of reevaluating nearly 1200 feature
requests including a host of ISDN, CCS7, and CILASS features.

Those features that were determined to be of high interest to
BellSouth were further evaluated and priorities established for
each feature consistent with our corporation’s marketing and
network strategies.

Attached, you will find the BellSouth feature priority lists for
the S5ESS and 1AESS switches. These lists indicate the rank for
each feature, the Bellcore TA-TSY-000185 reference where
available,
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feature title, BellSouth contact, Bellcore reference documents
where available and the desired general availability date.
Descriptions for the attached features may be found in the
associated technical requirements documents. For features without
current requirements, a brief description of the feature may be
found in TA-TSY-000185. Descriptions for features not yet in
TA-TSY-000185 will be provided to you as they become available.

It is important to note that our interest in many of these
features is predicated upon availability by the date indicated.

in some cases, later availability may decrease our interest. In
determining our interest and priorities in these features, nc 1
consideration was given to the cost of development. Feature
prices out of line with ocur customer’s willingness to pay may
decrease our interest in these features as well. A date of
01/01/99 is shown for any feature where a2 desired general

availability date was not available.

For these reasons, it is important that an ongoing dialogue be
established between cur subject matter experts. It is our
intention to revise and reissue this list semiannually in April
and October with follow-up meetings in May and November. Ad hoc
meetings, conference calls, etc., between our subject matter
experts will take place throughout the year to review
requirements, proposed availability dates, planning prices, etc.,
and to deternmine the final disposition of each feature. It is
expected that scme features will be removed from the lists because
of lower interest due to cost, never evolving technologies and
nissed market windows. Conversely, new features will be added to
the lists as new market opportunities arise and new technologies

become reality.

Presentation of these lists do not represent any commitment by
BellSouth or any of it‘’s subsidiaries to purchase any product
whether or not it provides any of the capabilities or features
presented on the lists. Commitments to purchase any of these
features must be secured through the BellSouth Services purchasing

and contracting organization.

Within the next few days, 2 representative of our SFEC will be
contacting your representatives to make meeting arrangements to
allow our SFEC to formally present the list and establish a
framework for future dialoque.
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I believe that these new priority feature lists and the process we
have implemented within BellSouth to develop them, will help us to
better communicate ocur feature development requirements to AT&T
Network Systems. If you have any questions please call me on
404-529-0815. If your associates should have any questions about
the list they may call Jim Bridges at 205-977-7177 or the
BellSzuth contact if the question pertains to a specific item on
the list.

Yours truly,

D. w. s
Assistant Vice President - Network Planning
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